New Zealand2, and in so doing indicates the degree of caution required in handling income data in any country, especially for international comparisons.
Data on income are derived in New Zealand from tax returns, family expenditure surveys and the census. The last-named is a notoriously weak source of income data, and will not be discussed here.
Since 1953 the taxable unit in New Zealand has been the individual, not the married couple. As a result, tax data in New Zealand show a substantial number of low incomes which on casual analysis might indicate a high degree of income inequality. However, most low income earners are 'supplementing' the household income. They may be wives taking some part-time work, students on vacation work, or social security pen- 2 The material discussed here derives from a study of postwar New Zealand income distribution. A book on the factor and personal distributions is in the late stages of preparation, and it will be followed by a book on household distribution and policy issues. The New Zealand Institute of Economic Research has helped finance the project but is not in any way responsible for the views expressed.
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Most transfer payments are excluded from the tax data. The situation is further complicated by subsidies such as cheap housing, and free education and health services. Presumably the community in which these are very big would be willing to tolerate a higher degree of inequality of the remaining income.
The omission from taxable income of the net imputed income from owner-occupied housing further distorts the apparent distribution. The consequence of this for income distribution is that the inequality in household earnings for any one week is likely to be greater than for annual incomes.
There are problems anyway in using the household as a unit. The tendency to treat them all as equal is clearly inappropriate. Households of different size and age structure have different consumption needs, so that the same size income has a very different effect for a single person than for a couple with young children. Moreover, treating households as the basic unit gives the individuals in a large household a lower weight in a distribution. Consequently it would appear more appropriate to use an individual as the basic unit, allocating to him a share of the household income. However, as children have different needs from adults, even this raises difficulties.
The second problem derives from household production and leisure. Obviously a full-time housewife may be 'productive', enabling the household to enjoy a higher material standard of living than would be possible without her contribution. Even in New Zealand in the l960s about six per cent of food consumption was produced at home (including a quarter of fruit and vegetables) and this is likely to be fairly unevenly after the children have left home. As the next generation of mothers is liable to go out to work after child rearing, the apparent rise in income of these households is partly a conversion of potential into actual income.
The measurement problems discussed here are not simply the usual 'errors of measurement', due to inaccuracies in reporting income to tax authorities or to those taking surveys. They arise out of the very nature of the social and economic processes that people experience. As the economy grows, they become increasingly important, and different adjustments will have to be made in order to reflect more closely the changes in the true income distribution. These adjustments are not routine statistical tasks.
The conclusions should not, however, be entirely negative. Despite the data problems, RwG is an admirable attempt to incorporate the issue of distribution into discussions on the process of development. One can but endorse Montek Ahluwalia: "until better data become available, cautious use of existing datawith all their limitationsprovides some perspective on the nature of the problem".6 6 RwG, p. 5.
